Introduction
IS/IT outsourcing has emerged in recent years in both the private and public sectors as a key method of managing the different aspects of Information Systems/ Information Technology (IS/IT). IS/IT outsourcing is a term that encompasses a variety of approaches of contracting for Information Technology (IT) services. IS/IT outsourcing leads to significant changes in the management processes of the IT organisation. The terminology of IS/IT outsourcing was perhaps first used in 1989 when Eastman Kodak made the decision to make total outsourcing agreements with three large IS external providers (Loh and Venkatraman, 1992; De Loof, 1995; Slaughter and Ang, 1996) . Nevertheless, IT outsourcing is not a new concept, but has been evident throughout the data processing era, as time -sharing, the use of contract programmers, and the purchase of packaged software (Currie, 1995; Hussain and Hussain, 1997) . The global IT outsourcing market is experiencing significant growth, estimated to be worth US$ 70 billion in 1998, and to reach as high as US$ 121 billion by end of the year 2000 (Gordon and Walsh, 1997) .
The paper is structured as follows. The next section sets out the research objectives and a review of the IS/IT outsourcing framework. The differences between the private and public sector are discussed next. The research methodology is then described and the results of the analysis of the data are presented. The final section presents the conclusions and an indication of future work.
Research Objectives
There is growing awareness of the need to understand MIS issues from a global perspective (Palvia et al., 1992) . The aim of this research is to explore IS/IT outsourcing practices as an information systems strategy in the context of Kuwait as a developing country. Attention will be focused on differences between Kuwait and the developed countries and their implications for outsourcing. Specific issues related to IS/IT outsourcing include motivation, the client/vendor relationship, types of outsourcing, risk analysis and evaluation, contractual and legal aspects, vendor selection criteria and post implementation evaluation. However, the focus of this paper is on outsourcing motivation, and risk analysis and evaluation.
In recent years, IT outsourcing has been used increasingly in the public sector as a policy instrument for changing the way publicly funded services are provided. Governments have been outsourcing for decades under the term "contracting out" (Dorsi, 1998) . In fact, outsourcing is difficult to distinguish from contracting-out (Burgess and Macdonald, 1999) , although the latter term tends to be more commonly used in the public sector. In this respect, outsourcing can be defined as " a distinct form of privatisation where particular functions of public institutions are transferred to the private sector" (Gordon and Walsh, 1997, p.267) . In the public sector of the UK government, the term IT outsourcing is now used interchangeably with other programmes: market testing, compulsory competitive tendering (CCT), and contracting out (Currie, 1996) .
The outsourcing of IT services has grown apace and attracted much attention. In Europe, for example, public sector privatisation of IS/IT reached $24 billion in 1995 (Gordon and Walsh, 1997) and reached as high as £2 billion in the UK in 1996 (Willcocks et al., 1996) . The total market size in 1998 of UK government IT outsourcing was £124m, an increase of 15 per cent on the previous year (ITNet, 1999) . State and local governments in the US are projected to spend over $8 billion in the year 2000 on external IT services (Gordon and Walsh, 1997) . The Canadian government utilised the trend to "IM/IT outsourcing" to outsource the entire provincial and territorial IS/IT function as well as that of the federal government. Riddle (1998, p.7) notes that the Canadian government is placing "increasing emphasis on outsourcing IT services and relying less on its own internal services capacity." Loh and Venkatraman (1992) explored IS/IT outsourcing as a significant administrative innovation. Numerous motivations have been reported behind the adoption of IT outsourcing arrangements in the public sector (government institutions). Willcocks and Currie (1997) suggest that public sector IS/IT outsourcing has been driven by two main initiatives: cost containment and reduction; and a "political belief that private sector companies are more efficient" (p.35). In addition O'Looney (1998) argues that the U.S. government officials have endorsed IT outsourcing for many reasons, including: lack of skills; downsizing; accessing new IT technology; a general belief among the public sector managers that the private sector does a better job; concentrating on "prime responsibilities". At the same time Lacity and Willcocks (1997) note that the growth of privatisation in the U.S. may be attributed to "Americans increasing loss of faith in big government" (p. 86). In recent years there has been growing importance and interest on the public sector IS outsourcing (Lacity and Willcocks, 1997) . Moreover, many public sector organisations have considered outsourcing as a viable option, (Currie, 1996; Lacity and Willcocks 1997) .
The private sector, on the other hand, has seen a growing trend towards IS/IT outsourcing which was driven by financial, business, technical, and micro-political factors Hirschheim, 1993,1995; Mclellan et al., 1995) .
Differences between Public and Private Sector on IS/IT Issues
The distinct differences between the private and government organisations are the core of the public administration theory and have been the topic of on-going research. Many differences have been identified, for example, in personnel management, the decision making process, and management of information systems (Rainey, 1983 ; Perry and Rainey, 1988 ; Mohan et al., 1990; Bretschneider and Wittmer, 1993) . Failing to address clearly these differences would be a mistake and managers working in the public sector must be cautious and careful as they attempt to draw lessons from MIS literature (Bozeman and Bretschneider, 1986) .
At the same time, the public sector is particularly under-studied and under-represented in terms of management prescription (Willcocks and Lacity, 1998) . Additionally, the complexity of information systems in the public sector is often very high (De Loof, 1997, mainly because the complexity of the legislation that underlies the organisational processes. Also, there are many stakeholders in the politics of the public sector who may have very different and perhaps conflicting perspectives. At the same time, the public sector organisations were not always attractive to IS/IT specialists. In fact, IT managers in the public sector were always having problems of recruiting and retaining good IS/IT professionals is due to the payment system (i.e. below-market salaries) (De Loof, 1997 Lacity and .
The risk of failure is especially troubling for government managers who face an environment where technological innovation is perhaps difficult and errors are publicly reported (Borzo, 1999) . It is not uncommon, though, for public institutions to respond to fiscal scarcity with technological solutions (Weikart and Carlson, 1998 ).
Bretschneider's (1990) study of differences in information systems management between public and private organisations uncovered an emphasis on procedures and accountability in governmental purchasing decisions, including hardware/software purchases. There are many differences between the two sectors in political, legal, and structural terms.
The trend which started in the 1990's is to seek privatisation of the IS/IT department in the public sector through IT outsourcing (Gordon and Walsh, 1997; Lacity and Willcocks, 1997) . Indeed, a number of factors are pushing towards that direction, mainly lowering the cost, adding value, lack of IT skills, joint IT management responsibility and more flexibility.
Research Methodology
The following section outlines the research methodology used in this study. It covers the research approach, questionnaire design, semi-structured interviews, selection of respondents, and finally analytical tools.
Research Approach
Case study research is an accepted research strategy in the Information Systems (IS) discipline. Many researchers have used the case study approach as their research strategy (see, for example, Benbasat et al., 1987; Kaplan and Duchon, 1988; Lee, 1989; Eisenhardt, 1989; Galliers, 1992; Gable, 1994; Yin, 1994; Walsham, 1995; Cavaye, 1996; De Looff, 1996) . The case study approach refers to an in-depth study or investigation of a contemporary phenomenon using multiple sources of evidence within its real-life context (Yin, 1994) .
A case study methodology was selected for this research as this approach lends itself to concentrated focus on the topic, and accommodates several data-gathering techniques. The strengths of the case study approach are in the degree of breadth and depth that can be obtained in complex real-world situations (Galliers, 1992; Shanks, et al., 1993) . According to Avison (1993) the strength of the case study is also in its use for examining natural situations and in the opportunity it provides for deep and comprehensive analysis. Guba (1981) suggests the validity of this type of research is increased when different research methods are pitted against each other in order to cross-check data and interpretations. He suggests that different methodologies like "questionnaire, intervi ews and documentary analyses" should be used when possible.
Questionnaire Design
The questionnaire was designed to obtain a comprehensive view of IS/IT outsourcing practices in Kuwait. It was designed to serve two primary purposes. The first was to identify the current framework of outsourcing practices in the different Kuwaiti sectors. The second purpose was to establish the level and sophistication of each sector. The survey questionnaire drew upon previous studies of outsourcing practices and general IT Hirschheim, 1993, 1995; Currie, 1995; Tye and Chau, 1995; Lee and Kim, 1997) . The questionnaire consisted of seven main categories with mainly closed questions. In addition, two final open-ended summary questions were used. The general structure of the questionnaire was as follows: Organisational Profile; Information Technology Department Profiles and Plans; Outsourcing Terminology and Issues; Outsourcing Decision Process; Training and Educational Issues; Personal and Job-related Profile; General Comments. Five possible responses were provided (strongly agree, agree, undecided, disagree, strongly disagree). This type of question was used because it was deemed to be efficient, specific in measuring attitudes, and relatively easy to complete (Robson, 1993) . The instrument was validated using the procedures recommended by Straub (1989) , i.e. instrument review by an expert in the field, a pilot test, internal reliability, and statistical conclusion validation.
In order to check the applicability of the questionnaire in context, it was pre-tested on a number of organisations in Kuwait. A revised survey questionnaire was then dispatched to the organisational targets.
Where previous organisational experience with IS/IT outsourcing was identified, further copies of the survey questionnaire were distributed to other key members of the IT department.
Semi-Structured Interviews
Interviews were conducted throughout the period of data collection. In total 20 people, selected in light of their qualifications and involvement in their organisations, were interviewed including departmental heads and senior IT managers. The interviews were semi-structured. Interviews were recorded to free the interviewer from note taking and to increase the accuracy of data collection. Interviews were conducted in both English and Arabic, because the interviewees were multi-cultural originating from different nationalities. Recordings were later transcribed, and the data were organised and analysed in terms of the research model. The data from the survey questionnaires and semi-structured interviews were supplemented by documentation from the participant organisations.
Selection of Respondents
The research project covers all sectors of Kuwait's economy, public, private and joint-private. However, the focus of this paper is on the public and private sectors. The main public sector ministries which may be described as IT intensive users were selected to participate in the study. These include: Ministry of Planning. Ministry of Interior, Ministry of Electricity and Water, Ministry of Trade and Commerce, Ministry of Finance, Ministry of Justice, and Ministry of Public Health. For the private sector organisations, the official Kuwaiti stock market index was used as a guideline for selecting the banking, insurance, and investment industries as the main participants from the private sector in the study. The participating organisations represent a wide cross-section of private sector organisations. The intention of the study was to target the highest possible level in the IT departments of each organisation, IT general managers, IT directors, heads of IT departments, or equivalent.
Unit of Analysis
The unit of analysis defines the boundaries of the case study research. The units of analysis can be individuals (e.g. employees or patients), events (e.g. decisions or programs), or finally entities (e.g. groups, or organisations). In this study, the units of analysis were the IT functions within the selected Kuwaiti public and private sector organisations.
Discussion and Analysis of the Public Sector
Set out in this section are some findings from the data collected in the public sector of Kuwait. The key issues considered in this paper are, motivation, and risk analysis and evaluation. The percentages quoted in the following discussion indicate the number of respondents who agreed or strongly agreed with the relevant statement, the mean is a weighted calculation with greater weight given to strongly agree. The mean score and standard deviation for each factor were calculated. Then, the factors were ranked according to the mean score to identify the order of importance of each motivation and risk factor. The standard deviation value is used as a measure of the spread of opinions.
At the outset of the questionnaire, the respondents were asked about the percentage of the annual budget spent on the IT department. 65% of the respondents said that up to 5% of the annual budget is spent on the IT department, the remaining 35% said that up to 10% of the annual budget is spent on the IT department.
Motivation
For a series of statements setting out the generally accepted advantages and disadvantages of IT outsourcing or reasons for outsourcing, respondents were asked to rate each statement on a five -point, Likert-scale specifying the statement's importance as they perceived it. Table 1 shows the mean and standard deviation, scale and the ranking of each motivating factor. Source: Authors
Respondents were asked to rank the reasons most often quoted in the literature for IT outsourcing. It was notable that "resources are not available internally," was ranked the most prominent factor in motivating IT outsourcing in the Kuwaiti public sector. In fact, all the respondents (100%) agreed that this factor is the most important. Organisations often outsource because they do not have access to the required resources within the organisation whether software, hardware or the manpower. Also important was "gaining access to leading-edge technology", a prime motivation factor for outsourcing; it has attracted 76.9% of the respondents' views. Seeking an external vendor, therefore, would fulfil this demand by the acquisition of the most sophisticated IT technology. One probable explanation for this result is the IT managers were scared of being left with old IT technology. They seek the newest technology without realising that there should be an adequate IT strategic planning, especially considering the lack of sufficient computer knowledge among middle and top management in the public sector (Abdul-Gader, 1999).
Another important dimension that captured a high level of agreement was faster application development. Indeed an overwhelming majority (84.6%) of the respondents agreed on that factor. It can be argued that IT service providers have the capability to produce computer software applications in a faster and more efficient way than in-house developers.
With regard to the fourth factor, shortage of technical staff, that was stimulating outsourcing it was found that (84.6%) of the respondents have come to accept this finding. A similar difficulty was found in the US public administration as "government agencies had had trouble attracting and retaining IS professionals because of below-market salaries" (Lacity and Willcocks, 1997:87) . On the ground, this means that the public sector has been facing a mounting shortage in their technical workforce, which would adversely affect their performance. Clearly, this factor (shortage of technical skills) has a direct relationship with the first factor mentioned earlier. It is also worth noting here that during the interviews, the IT managers were specifically pointing out that "shortage of IT skills" has increased at an unprecedented rate. With these considerations in mind, it is interesting to note that in study done by Currie (1996:234) ; it was evident that skills shortages in UK government agencies and NHS Trusts would "pose a problem for managers attempting to put in an in-house bid to run IT services."
Although the most frequently cited factor in the IS/IT outsourcing literature is cost reduction (Mclellan et al., 1995; Willcocks and Currie, 1997) yet it is shown to have been ranked sixth in this study, although it was evident that one of the main drivers of outsourcing was cost reduction as the majority of managers (61.6%) have recognised this fact with public sector ministries under tighter budget constraints, being required to cut costs, and yet increase the level of services and provide access to new IT technologies. In a similar case, Lacity and Willcocks (1997) found the government officials in the USA seriously considering the outsourcing option because of the cost containment pressure. A conclusion can be drawn at this level, that cost reduction was thought to be the most significant impetus for IS/IT outsourcing, but cost cutting is not the only motive. IT outsourcing can also "deliver business and IT service improvements as well" (Rothery and Robertson, 1995, p.110) .
A number of other issues were also considered under Motivation but the six discussed above were seen by the respondents as the most significant.
Risk Analysis and Evaluation
IT outsourcing, as a legitimate management strategy has deficiencies and drawbacks as well as it has several advantages. This study has unveiled the main disadvantages of IS/IT outsourcing in the public sector of Kuwait. Table 2 shows the mean, standard deviation, scale and the ranking of each risk factor in the Kuwait public sector. The security issue ranked first in studying risk factors in considering IT outsourcing. The figure of 62% should come as no surprise since data confidentiality always has very high priority in the region.
The "ability to operate or manage new systems" was ranked as the second risk factor while considering outsourcing. It is a common perception that an internal IT department cannot manage effectively and soundly the transition to new technological platforms. One possible explanation is that the organisation, as discussed earlier, has no internal capability to handle or manage the new systems. On the same level, "loss of key IT employees" was recognised as a threat of IT outsourcing.
It was also interesting to note that hidden costs (i.e. unspecified in the contract) is considered to be a major drawback. In addition, a serious concern is that vendors may charge excessive fees for 'additional' services, services which would have been thought to be included in the scope of the contract (Lacity and Hirschheim, 1993) .
The respondents were also pointing to "Inadequate planning and management" as the next pitfall of IT outsourcing. In a study of computer-based information systems (CBIS) in the Arabian Gulf countries by Abdul-Gader and Alangari (1994:82) it was found that "lack of appropriate IT planning" was by far "the most significant obstacle towards a successful CBIS diffusion."
It is also interesting to note that the public sector in Kuwait has been encountering the same difficulties as others in the developed nations are experiencing, tighter budgets, lack of specialised skills in the government sector, downsizing of the government, and so on (Dorsi , 1998) .
4.
Discussion and Analysis of the Private Sector Table 3 shows the mean, standard deviation, scale and the ranking of each motivating factor. Focusing on the top 5 key factors, the rationale behind each factor is set out below to put the findings in the context of the Kuwaiti business private setting based on additional information gained from the interviews. It should be noted, however, that many issues overlap or indirectly complement one another (Palvia and Basu, 1999) . Source: Authors * Denotes a tie for motivating factor
Motivation
Respondents were asked to rank the reasons most often quoted in the literature for IS/IT outsourcing. It was notable that "shortage of technical staff" was ranked the most prominent factor in motivating IT outsourcing in the Kuwaiti private sector. Most of the respondents (71.4%) agreed that this factor is the most important. This finding was supported previously by Collins and Millen, (1995) who found from their empirical research that the most cited benefits of IT outsourcing, according to the top American firms, was benefiting from the "skills of outside staff" (p. 11). There is a continuing difficulty of finding qualified and skilled IT manpower elsewhere (Apte, 1992; Yang and Huang, 2000) . On the other hand, the demands for skilled human resources are rapidly increasing. Diromualdo and Gurbaxani, (1998) also point out that IS/IT outsourcing is playing an important role in filling the gap in the wide disparity of skills and capabilities necessary to realise the potential of IT.
The second motivating factor was "resources are not available internally", which attracted 66.7% of the respondents' views. Organisations often outsource because they do not have access to the required resources within the organisation, which can be software, hardware or the manpower. In fact, IS/IT outsourcing is seen as panacea for many technological difficulties. This was discussed in depth during the interviews and the private sector complained of "lack of high level IT expertise and knowledge" which is available in the Kuwaiti pool.
Another important dimension that captured a high level of agreement was faster application development. Indeed a similar majority (66.6%) of the respondents agreed on this factor. It can be argued that IT service providers have the capability to produce computer software applications in a faster and more efficient way than in-house developers. This can be attributed to the economies of scale where the overall impression gained was that the IT service providers could achieve significant savings through serving multiple users simultaneously. At the same time, the IT application (e.g. software) can be deve loped in much faster and more efficient way by the IT vendor for several reasons. First, the IT vendor may be able to retain very skilled personnel. Second, the vendor has a portfolio of development projects, so in case one technical solution fails, it would be very possible to offer an alternative. Third, the IT vendor may retain large IT resources and capabilities.
Also important as perceived by the participants of the study was, "Gain access to leading-edge technology". The factor attracted 54.8% of the respondents' perceptions. Access to leading-edge technology is a persuasive argument for IT outsourcing in Western economies (Earl, 1991; Apte, 1992; Palvia 1995; Clark et al., 1995) . Outsourcing can provide immediate access to the most up-to-date technology as the organisations can request to have the latest and most advanced technology.
With regard to the fifth factor, it was found that "rapid pace of technological change" was attracting 66.6% of the views of the respondents. It is widely believed that the IT environment causes problems because of its high rate of technological change. This kind of change is also increasing the complexity of IS/IT requirements. It is often the case that organisations outsource their IT needs as a 'safe-haven' to meet their complex IT requirements due to the uncertainty in the environment.
It was very surprising that "reduce and control operating cost" was not one of the top key factors, according to mean scores. However, this issue has received the highest standard de viation indicating strong disagreements on its importance among respondents.
Risk Analysis in the Private Sector
IS/IT outsourcing, as a legitimate management strategy, has deficiencies and threats as well as advantages. This study has unveiled the main risk factors to IS/IT outsourcing in the private sector of Kuwait. Table 4 shows the mean, standard deviation, scale and the ranking of each risk factor. The security issue ranked first in studying risk factors in considering IT outsourcing. In fact, the figure of 69% should come as no surprise since data confidentiality always has very high priority in the region. Indeed, this finding is consistent with that of Badri (1992) ; he found IS/IT security has been a prominent and top priority issue in the Arab gulf region. As noted by Fink (1994) , information security is an area often neglected in outsourcing arrangements. Information security covers both data security and business recovery planning (Lee, 1995) . When the IT function is outsourced to an external service provider, the organisation no longer retains full control of information security (Lee, 1995) whereas the full control of the information security is retained when the IT function is provided in-house. According to Collins and Millen, (1995) the 'corporate security issue' was one of the most frequently cited reservations made by American firms.
It was also interesting to note that hidden costs (i.e. unspecified in the contract) is considered to be a major drawback which attracted 64.3% of the respondents' agreement. In addition, a serious concern is that vendors may charge excessive fees for 'additional' services, services which would have been thought to be included in the scope of the contract (Lacity and Hirschheim, 1993) . Lacity and Hirschheim (1993) call this "excess fees" and noted that it was a major concern expressed by many organisations. In a more recent study, Currie and Willcocks (1997) found that a major risk that materialised after initiation of outsourcing was hidden cost. It was also observed by Hendry (1995) , that outsourcing can have hidden costs especially in the longer term, arising from lack of awareness of the changing environment and technology and of user requirements.
The respondents also pointed to "loss of flexibility/control" as the third important threat of IT outsourcing in the Kuwaiti environment. It was found that 52.4% of the respondents have come to accept this finding. It can be argued that outsourcing may cause some loss of control in the client organisation as the management of the IT function is shifted towards the vendor. Also loss of flexibility (Clark et al., 1995 , Earl, 1996 has been found to be a risk factor in dealing with IT outsourcing. If an organisation is locked into long-term IS/IT outsourcing contracts it can be very difficult to reverse the decision to outsource, as the organisation would have to rebuild its internal technological infrastructure. In addition, given the nature of the contractual relations, vendors may find very difficult to increase/decrease or even to readjust priorities in the workload as a response to the client.
CONCLUSIONS AND FUTURE WORK
This research breaks new ground in that it attempts to explore and examine various facets of IS/IT outsourcing in the context of a developing country. It reports on a research study on IS/IT outsourcing practices in public and private sector information systems in Kuwait.
As shown in the previous analysis, there are some differences between the two sectors in the two selected dimensions of IT outsourcing, namely, motivation and risk analysis.
For the public organisations, the most prominent was IT resources are not available internally, whereas for the private sector it was shortage of IT skills which was most important. It was interesting to note that both sectors have agreed on faster application development which was ranked third for both. Also it was notable that cost reductions was not among the top ranking factors for the either sector. This contradicts the Western view where reduction and control of escalating IT costs was always one of the most important factors behind outsourcing.
On the other dimension, risk analysis, there are also some differences between the two sectors. Although the two sectors have agreed on security issues as being the top concern for outsourcing, the other factors were different. The hidden cost factor was second in the private sector but fourth in the public sector with the positions reversed for "ability to operate or manage new systems". Absent from the public sector is "lack of prior outsourcing experience" which is rather surprising. "Loss of key IT employees" is not a highly rated factor for the private sector.
